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VKRZVWKURXJKWKHUHODWHGVRIWZDUHKRZEHVWWRDFKLHYHFRVWRSWLPDOSURGXFWUHVHUYHSODQQLQJDSURFHVVZKLFKFDQ
FRVW&/28'PDQDJLQJRUIDFLOLWDWLQJFRPSDQLHVPLOOLRQVRIGROODUVLIQRWULJKWIXOO\HVWLPDWHGLQDGYDQFH>@
&/28' FRPSXWLQJ D UHODWLYHO\ QHZ IRUP RI FRPSXWLQJ XVLQJ VHUYLFHV SURYLGHG WKURXJK WKH ODUJHVW QHWZRUN
,QWHUQHW KDV EHFRPH D SURPLVLQJ DQG OXFUDWLYH DOWHUQDWLYH WR WUDGLWLRQDO LQKRXVH ,7 FRPSXWLQJ VHUYLFHV DQG
SURYLGHVFRPSXWLQJUHVRXUFHVVRIWZDUHDQGKDUGZDUHRQGHPDQG7KHTXDOLW\RI&/28'FRPSXWLQJVHUYLFHVFDQ
EHGLIILFXOW WRPHDVXUHQRWRQO\TXDOLWDWLYHO\EXWPRVW LPSRUWDQWO\TXDQWLWDWLYHO\$QDOJRULWKPLFGLVFUHWH HYHQW
VLPXODWLRQDFFRPSDQLHGE\UHODWHGVWDWLVWLFDOLQIHUHQFHLVFRQGXFWHGWRHVWLPDWHWKHDYDLODELOLW\LQGLFHVLQD&/28'
FRPSXWLQJ HQYLURQPHQW RI VPDOO RU ODUJH VHUYLFHEDVHG V\VWHPV WRPLPLF UHDO OLIH RSHUDWLRQV+RZHYHU DV XVHUV
FRPSDQLHV RUJDQL]DWLRQV DQG LQGLYLGXDO SHUVRQV WXUQ WR &/28' FRPSXWLQJ VHUYLFHV IRU WKHLU EXVLQHVVHV DQG
FRPPHUFLDORSHUDWLRQVWKHUHLVDJURZLQJFRQFHUQIURPWKHVHFXULW\SULYDF\ DQGDYDLODELOLW\SHUVSHFWLYHVDVWRKRZ
WKRVHVHUYLFHVDFWXDOO\UDWH0RUHRYHU WKHIHGHUDOJRYHUQPHQWKDVDSSURYHGFRPPHUFLDOSURGXFWV WRRSHUDWHRQD
GHIHQVH&/28'PDUNLQJWKHLQGXVWU\¶VILUVWRQOLQHRIIHULQJVZLWKWKLVOHYHORIVHFXULW\DFFHVVLEOHWRWKHPLOLWDU\
YLDVXFKDQHQYLURQPHQW,IWKHUHVHUYHFDSDFLW\RUPDUJLQLVOHVVWKDQD]HURPDUJLQWKHQZHKDYHDQXQGHVLUHG
GHILFLHQF\ RU ORVV RI VHUYLFH 2QFH WKHVH KRXUV RU F\FOHV RI QHJDWLYH PDUJLQ DUH DGGHG LW ZLOO FRQVWLWXWH WKH
H[SHFWHGQXPEHURIKRXUVRIORVVRIORDG/2/('LYLGHGE\WKHWRWDOQXPEHURIH[SRVXUHXQLWVVXFKDVKRXUV
1+56IRUD\HDULWZLOOJLYHWKH/2/3/RVVRI/RDG3UREDELOLW\ /2/(1+562QFHWKH/2/(LVNQRZQDQG
LWVIUHTXHQF\I QXPEHURIVXFKRFFXUUHQFHVRIGHILFLHQFLHVSHUDQQXPWKHQWKHDYHUDJHGXUDWLRQG /2/(IZLOO
LQGLFDWHKRZORQJRQWKHDYHUDJHDORVVRIVHUYLFHLVH[SHFWHGWRODVW:KDWDUHVRPHRIPRVWVLJQLILFDQWVFHQDULRVRQ
³:KDW,I´ZLOOEHVWXGLHVLQVXEVHTXHQWVHFWLRQVVXFKDVZKDWKDSSHQVZKHQWKHFORXGPDQDJHUVLQFUHDVHWKHVL]HRI
WKH VL]HRISURGXFW FDSDFLW\DQGDWZKDW OHYHO VKRXOG WKH\ VWRSDGGLQJRUGHSOR\LQJH[WUDSURGXFWV WR DFKLHYHDQ
RSWLPDO52,5HWXUQRQ,QYHVWPHQW
&/28'5HVRXUFH0DQDJHPHQW3ODQQLQJIRU3URGXFW'HSOR\PHQW
$PRVW SRSXODU H[DPSOH WR D ZKDWLI TXHU\ DV IUHTXHQWO\ H[HFXWHG LQ VLPXODWLRQ HQJLQHHULQJ SUDFWLFHV LV WKH
UHVRXUFH DOORFDWLRQ ZKLFK LV RQH RI WKH PRVW YXOQHUDEOH DQG VRIWHVW ZHDNHVW SRLQWV RI WKH HQWLUH &/28'
FRPSXWLQJSURFHVV:HZLOOVWXG\WKHHIIHFWRIWKHQXPEHURIDGGLWLRQDOFDSDFLW\GHSOR\PHQW,Q$SSHQGL[)LJ
KDVRULJLQDOO\GLVSOD\HGDQXQDYDLODELOLW\ LQGH[RIIRUXQLWVRULJLQDOO\GHSOR\HG7KH WRWDOQXPEHURI
SURGXFWLRQXQLWVLVDYDLODEOH,QDQHZDQDO\VLVZHZLOOVLPXODWHUXQVRU\HDUVDGGLQJH[WUDFDSDFLW\WR
VHHZKHUHWRKDOWIRUDFRVWRSWLPDOGHFLVLRQ2QHPD\ZDQWWRDGGRUGLVFDUGFHUWDLQF\EHUVHUYHUVRUSURGXFHUVLQ
JHQHUDO VXFK DV SRZHU SODQWV DW D SRZHU &/28' VFHQDULR E\ UHRUJDQL]LQJ WKH OLVW RI JURXSV¶ XQLWV 2QH FDQ
H[SHULPHQWZLWKOHVVRUPRUHQXPEHURIVHUYHUVDWVHOHFWHGFDSDFLWLHVWRVHHKRZDYDLODELOLW\PD\EHDIIHFWHG6HH
QRZVHFWLRQ,,,IRUDQDOJRULWKPLFDQDO\VLV

6WHSE\6WHS$OJRULWKPIRU&/28'0DQDJHPHQW3ODQQLQJWRZDUG$GGLWLRQDO3URGXFW'HSOR\PHQW
)ROORZEHORZWKHLWHPL]HGVWHSVWRLPSOHPHQW3URGXFW5HVHUYH3ODQQLQJ
Step 15DGLREXWWRQ3URGXFW3ODQQLQJPXVWEHVHOHFWHGDVVKRZQLQ)LJEHORZLQWKH$SSHQGL[
Step 2RI3URGXFW,QFUHPHQWVLQGHIDXOWLVJLYHQDVZKLFKLQGLFDWHVWKHQXPEHURISURGXFWLQWHUYDOVUHTXLUHG
WRSORWDJUDSK
Step 33URGXFW0XOWLSOLHULQGHIDXOWLVJLYHQDVWRZKLFKLQGLFDWHVWKHQXPEHURIFRPSRQHQWVPXOWLSOLHGIRU
WKHKRUL]RQWDOD[LVVXFKDV[0:RU[0:IRUSRZHUV\VWHPVRU*%XQLWVIRUF\EHUFORXGV
Step 4ǻ/2/35HGXFHG LQGHIDXOW LVJLYHQDVZKLFK LQGLFDWHV WKDW LI WKHGLIIHUHQFHEHWZHHQ WZR/2/3
YDOXHVLVJUHDWHUWKDQRIWKHVWDUWLQJ/2/3WKHQWKHFDSDFLW\YDOXHVWRSVDWWKHORZHU/2/3YDOXH7KHFDVH
VWXG\LVIRUGDWDW[W
Step 56WDUWVDW3URGXFW9DOXHLVWKHLQLWLDOWRWDOFDSDFLW\YDOXHLWLV
Step 66WDUWV DW/2/39DOXH  LV WKH/2/3YDOXH IRU WKH LQLWLDO WRWDO FDSDFLW\YDOXH:LWK UXQV
/2/3ZDV
Step 76WRSVDW3URGXFW9DOXHLVWKHRSWLPDOVWRSSLQJSURGXFWYDOXH
Step 86WRSV DW /2/39DOXH  LV WKH RSWLPDO VWRSSLQJ/2/3ZKHQ OHVV WKDQ RI RULJLQDO  LV
DFKLHYHG 
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Step 9)LQDO3URGXFW9DOXHLVWKHWRWDOFDSDFLW\DWWKHHQGRIWKHUHVHUYHSURGXFWSODQQLQJ
Step 10)LQDO/2/39DOXHLVWKH/2/3YDOXHIRUWKHWRWDOFDSDFLW\DWWKHHQGRIWKHHQWLUHSURGXFWSODQQLQJ
LQWKHSORW
Step 11&RVWLQGHIDXOWJLYHQDVZKLFKLQGLFDWHVWKHGROODUDPRXQWLQYHVWPHQWH[SHQVHWRWKHHQWLUH&ORXG
RSHUDWLRQIRUDGGLQJRQHDGGLWLRQDO0:RU*%RIH[WUDSURGXFWLRQFDSDFLW\
Step 12%HQHILW LQ GHIDXOW JLYHQ DV  ZKLFK LQGLFDWHV WKH GROODU DPRXQW JDLQ WR WKH HQWLUH &ORXG
RSHUDWLRQDQQXDOO\DVDFFUXHGE\RQHSHUFHQWLQFUHDVHLQ/RVVRI/RDGUHODWHGIRURQHRUPRUHSURGXFWVWRLQFUHDVH
SURGXFWLRQ

1RZFRQVLGHUWKHVDPHV\VWHPH[DPSOHDVIROORZVZKHUHWKHWRWDOQXPEHURISURGXFHUJURXSVDYDLODEOHLV
DQGVWDUWLQJWRWDOLQVWDOOHGFDSDFLW\LVDVLQ)LJZKHUH/2/3 $GGDQHZJURXS*URXS1DPH
ZLWK  FRPSRQHQW DQG SURGXFW YDOXH  IRUGDWDW[W DV VKRZQ LQ)LJ:HZLOO H[DPLQHKRZDQ\
DGGLWLRQDO0:RU*%XQLWVZHZLOODGGWRVWRSDWWKH¨/2/3LVVDWLVILHG)RUWKHDERYHLQSXWZLWKGDWD
WKHVWRSSLQJSURGXFWYDOXHLVLQ)LJ

7RWDO&DSDFLW\9DOXHLVWKHWRWDOFDSDFLW\YDOXHEHIRUHLQFUHPHQWLQJSURGXFWYDOXHV
3URILW/RVVLQGLFDWHVZKHWKHUWKHUHLVSURILWRUORVVE\VWRSSLQJDWDEUHDNHYHQSRLQW
%UHDN(YHQ9DOXHLQGLFDWHVWKHDPRXQWIRURQHSHUFHQWJDLQUHTXLUHGWRKDYHUHVXOWHGLQQHLWKHUSURILWQRUORVV
7KLVFRVWEHQHILWSRUWIROLRRI5HVHUYH3URGXFW3ODQQLQJDQDO\VLVZLOOVDYHRUORVHPLOOLRQVRIGROODUV¶ZRUWK
IRU D &/28' 5HVRXUFH 0DQDJHPHQW 7KH /2/3 YDOXH GLVSOD\HG LV WUXQFDWHG WR URXQG RII DIWHU IRXU GLJLWV
IROORZLQJ WKH GHFLPDO WKLV LV ZK\ KDQG FDOFXODWLRQV DQG VRIWZDUH RXWFRPHV PD\ YDU\ VOLJKWO\ DOVR GXH WR
VLPXODWLRQ UXQV 1RWH  [  [  %UHDN (YHQ    aDSSUR[LPDWHO\ VDPH DV
LQYHVWPHQWGROODUVGXHWRURXQGRII

Step 13 6ROXWLRQ LVDV IROORZV:HFDQDOVRREVHUYH WKH ILQDOVWRSSLQJ/2/3YDOXH WKDW LV WKH/2/3YDOXH IRU
VWRSSLQJSURGXFWDGGLWLRQYDOXHZKLFKLVDWIRUDERYHLQSXW LHZLWK0:RU*%DGGHG7KLVGHQRWHV
[ IRULQYHVWPHQWV$OVRWKHILQDO/2/3YDOXHWRVWRSDWLVIRUDERYHLQSXWRI)LJ
DV GHSLFWHG LQ )LJ ¶V SORW ³¨/2/3   ´ LV WKH GHFUHDVH LQ /2/3 YDOXH 7KLV GHQRWHV  [ [
0 JDLQ5HVXOW± aSURILWDSSUR[LPDWHO\)LJLQGLFDWHVWKH
ILQDOVROXWLRQWRDVZLWKSHQQLHVWREHH[DFWZKLFKLVYHU\FORVHWRaDVDURXJKKDQGFDOFXODWRU
FDOFXODWLRQ

6HHVLPLODUO\DQRWKHUH[DPSOHIRUV\VWHPGDWDDVSUHVHQWHGEHORZLQ)LJDQGLQWKH$SSHQGL[UHVSHFWLYHO\
IRUUHVXOWVDQGSORW

6RPH)XUWKHU9DOLGDWLRQVRI5HVHUYH3URGXFW3ODQQLQJ
:KHQVWRSSLQJSURGXFWYDOXHDQGVWRSSLQJ/2/3YDOXHLVDPHVVDJHLQGLFDWHVWRVLPXODWHDJDLQZLWKGLIIHUHQW
¨/2/3SURGXFWFRQVWUDLQWDVUHGIODJJHGLQ)LJ7KLVPHVVDJHWKDWWKHDQDO\VWQHHGVWRHQWHUDQHZVHWRIIHDVLEOH
LQSXWYDOXHV7KHUHIRUHZHFDQREVHUYHWKDWXQDYDLODELOLW\GHFUHDVHVDVWKHSURGXFWYDOXHLVLQFUHDVHG7KH&/28'
VLPXODWLRQVKRXOGVWRSDWDSRLQWZKHUHWKHUHLVQRPRUHUHWXUQIRULQFUHDVLQJWKHSHUFHQWDJHFKDQJHRQWKH/2/3
,IZHKDSSHQ WRKDYH ³6WRS DW3URGXFW LV ´ DV DQ RXWSXW RQHPD\GHFUHDVH WKHǻ/2/35HGXFHG9DOXH IRU
LQVWDQFHIURPWRDQGVLPXODWHDJDLQZLWKWKHQHZVHWRILQSXWFRQVWUDLQWYDOXHV$VZHFDQVHHLQ)LJ
WKHGLDORJER[VKRZVPHVVDJHWRVLPXODWHDJDLQ)LJWR)LJDUHDOOLQWKH$SSHQGL[

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'LVFXVVLRQVDQG&RQFOXVLRQ
$GHFDGHRUWZRDJRVWDUWXSVKDGLPPHQVHGLIILFXOWLHVWRPDUFKDKHDGZLWKWKHLUPHUHO\LQYHQWHGRUGHVLJQHG
VRIWZDUHEHFDXVHWKH\KDGWRLQYHVWODUJHDPRXQWVRIFDVKDQGRUUHVRXUFHVWRUHQWF\EHUUHDOHVWDWHIRUFRQQHFWLYLW\
VHFXULW\DQGKDUGZDUH$Q\GHOD\LQJHWWLQJDOOWKLVVHWXSZRXOGFRVWWKHPDFRPSHWLWLYHHGJHLQWKHPDUNHW7KHVH
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